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Attached is the Staff Report for Country Club Acres Water Company, an Arizona Non-
Profit Corporation, application for adjudication not a public service corporation. Staff
recommends the Commission approve the Country Club Acres Water Company application for
adjudication not a public service company.
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EXECUTIVE SUMMARY
COUNTRY CLUB ACRES WATER COMPANY

DOCKET NO. W-01895A-03-0244

On April 21, 2003, Country Club Acres Water Company ("CCA" or "Company"), an
Arizona Non-Profit Corporation, filed an Application for an Adjudication Not a Public Service
Corporation with the Arizona Corporation Commission ("ACC" or "Commission"). CCA has
provided regulated water services to a small area west of Wickenburg, in Maricopa County, since
1963 as authorized by Decision No. 34535 (May 22, 1963) and Decision No. 55497 (April l,
1987). CCA currently serves 93 customers.

The criteria to determine that a provider is not a public service corporation within the
meaning of Article XV, Section 2, of the Arizona Constitution was reviewed by the Arizona
Supreme Court in Natural Gas Service Company v. Sew-U Cooperative, Inc. The Court
provided eight review criteria for the Commission to review. The Commission issued a policy
directive for the evaluation of applications for adjudication not a public service corporation on
May 7, 1987, in Decision No. 55568. The Utilities Division was directed to ensure that all such
applications complied with seven criteria. Staff has found the application has met the
requirements for adjudication as outlined by ACC Decision No. 55568.

CCA represents a united community organization in which 73 of the 94 members have
petitioned the Commission for approval of the adjudication application, no one is opposed. CCA
has properly filed for, and met the ACC's criteria for, adjudication not a public service company.
CCA is a non-profit association, whose customers are its members. A11 members have equal
voting rights. No municipal or private utility is seeking to serve the area, and the association will
not be in competition with any provider. CCA will only serve a small fixed area of 107 lots
comprising Country Club Acres. The property owners are prohibited from any further
subdivision of the existing lots. The ACC has granted other adjudication applications of 90 and
132 members. Therefore, it would be consistent with existing public policy to grant the
requested adjudication.

Staff recommends that the Commission approve Country Club Acres Water Company's
application for adjudication not a public service corporation.

Staff recommends that the Commission cancel the Certificate of Convenience and
Necessity of Country Club Aces Water Company.
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Introduction

On April 21, 2003, Country Club Acres Water Company ("CCA" or "Company"), an
Arizona Non-Profit Corporation, filed an Application for an Adjudication Not a Public Service
Corporation with the Arizona Corporation Commission ("ACC" or "Commission").  By this
Applicat ion,  CCA is request ing a  detennination that  the Company is  not  a  public service
corporation for purposes of utility regulation by the ACC.

Background

CCA has provided regulated water  services to a  small area west of Wickenburg,  in
Maricopa County, since 1963 as authorized by Decision No. 34535 (May 22, 1963) and Decision
No.  55497 (Apr il l,  1987). CCA currently serves 93 customers,  obtaining approximately
$29,000 in annual revenue and $39,000 in annual expenses.

The water production and distribution system includes two existing wells which produce
300 and 140 gallons-per-minute ("GPM"). The system also has a 30,000 gallon storage tank and
the associated transmission distribution system to provide service to each lot.  According to
CCA's last annual report, the water quality for the system contains 7.9 parts per-billion ("ppb")
arsenic, which is below the new limit of 10 ppb.

Request for Adjudication

CCA has tiled to be adjudicated not a public service corporation by the ACC for purposes
of utility regulation in Arizona. The criteria to determine that a provider is not a public service
corporation within the meaning of Article XV, Section 2,  of the Arizona Constitution was
r eviewed by t he Ar izona  S upr eme C our t  in Na tura l  Gas  Service Company v.  Serv-U
Cooperative, Inc. The Court provided eight review criteria for the Commission to review.

1.

2.

3.

4.

What the corporation actually does.

Whether the service is dedicated to a public use.

That the articles of incorporation evidence authorization and pLu'poses.

Whether the corporation is dealing with the service of a commodity in which the
public has been generally held to have an interest.

Whether the corporation is monopolizing or intending to monopolize a territory
with a public service commodity.

6.

7.

Whether the corporation is accepting of substantially all requests for service.

That service is under contract and reserving the right to discriminate is not always
controlling.

5.

Lu
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The Commiss ion issued a  policy dir ect ive for  the eva lua t ion of  applica t ions  for
adjudication not a public service corporation on May 7,  1987, in Decision No. 55568. The
Utilities Division was directed to ensure that all such applications complied with the following
seven criteria.

Adjudica t ion applica t ions must  be submit ted by a  non-profit
homeowners association.

The application for adjudication not a public service corporation is
a  bona  f ide r eques t  by a  ma jor i ty of  the member ship  of  the
association through a petition signed by 51 percent or more of the
then existing members.

That all such associations making such applications have complete
ownership of the system and necessary assets.

That every customer is a member/owner with equal voting rights
and that each member is or will be a customer.

That the service area involved encompasses a fixed territory, which
is  not  within the service area  of a  municipa l ut ility or  public
service corporation, or if in such territory, that municipal utility or
public service corporation is unable to serve.

That there is a prohibition against further sub-division evidenced
by deed restrictions, zoning, water restrictions or other enforceable
governmental regulations.

That the membership is restricted to a fixed number of customers
actual or potential.

CCA is a non-profit corporation in which each lot owner is a member and customer.
CCA provides each member one vote, and requires the Board of Directors to be elected by the
membership. According to the August 17, 2002, minutes of the CCA Board of Directors,  a
resolution was adopted authorizing the Company to pursue the application for adjudication. That
application is supported by 73 of the 93 members/customers, no member/customer has opposed
the application. (See Guideline #1 and #2 above.)

CCA holds clear title to the well site and all utility facilities. CCA will continue to hold
title subsequent to any determination by the Commission on the adjudication application. (See
Guideline #3 above.)

CCA has provided evidence that every member/customer will have equal voting rights.
The CCA By-laws, Article I, Section 3, Membership Interest provides "The membership interest

2.

4.

3.

5.

1.

6.

7.
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CCA has provided evidence that every member/customer will have equal voting rights.
The CCA By-laws, Article I, Section 3, Membership Interest provides "The membership interest
of each member in the corporation shall be one vote at meetings of the corporation, regardless of
the number of the names on the deed or evidence or title." (See Guideline #4.)

CCA service area is not within the service area of a municipal provider. CCA limits water
service to the lot owners within the Country Club Acres Unit One and Two, which contains 104
lots. The service area is bounded by the Wickenburg municipal system. CCA has 93 current
member/customers, and is limited to sewing the existing 104 lots. (See Guideline #5.)

The service area of CCA, Country Club Acres,  prohibits further  subdivision. The
Declaration of Restrictions, Section 7, provides in part "None of said lots shall be re-subdivided
into smaller lots nor conveyed or encumbered in less than the full original dimensions of such lot
as shown by the plat...". (See Guideline #6 above.)

Membership in the CCA is restr icted to a  fixed number of customers. The current
membership is 93, with a total allowable membership limited to the available 104 lots. (See
Guideline #7 above.)

Arizona Department of Environmental Quality ("ADEQ") for compliance

On July 3, 2003, Staff received a Compliance Status Report from ADEQ for the CCA
system. The repor t  demonstra tes that  ADEQ has determined that  the system is currently
delivering water that meets the water quality standards required by the Arizona Administrative
Code, Title 18, Chapter 4.

Summary

CCA represents a united community organization in which 73 of the 94 members have
petitioned the Commission for approval of the adjudication application, no one is opposed. CCA
has properly filed for, and met the ACC's criteria for, adjudication not a public service company.
CCA is a non-profit association, whose customers are its members. A11 members have equal
voting rights. No municipal or private utility is seeking to serve the area, and the association will
not be in competition with any provider. CCA will only serve a small fixed area of 107 lots
comprising Country Club Acres. The proper ty owners  a re prohibited from any fur ther
subdivision of the existing lots. The ACC has granted other adjudication applications of 90 and
132 members. Therefore,  it  would be consistent  with exist ing public policy to grant  the
requested adjudication.

Recommendations

Staff recommends that the Commission approve Country Club Acres Water Company
application for adjudication not a public service corporation.
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TO: Jim F\5her
Executive Consultant ll

Ut\l\t»e5 D1v151

FROM : Barb Wells
lnformaél6n Technology Specialist
Utilities Dlvlslon

Tl'IRU: Del 3m\th
Enqmeermq Supervisor
Ut\lltle5 Dlws\orl

DATE : June 2, 2003

RE : cnumv elul ncnis wma l:nml>AIlv lnocm 110. w-u1as5n-ua-02441

Country Club Acres had filed an application for adjudmatlon "not a pubic service
corporatlon."

Attached is a copy of the map for your files.

:bow

Attachment

cc: Docket Control
Mr. Brian Warnock
FIle
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